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NOTICE TO READER

In accordance with National Instrument 51-102 released by the Canadian Securities Administrators,
the Company discloses that its auditors have not reviewed the unaudited interim financial statements
for the period ended July 31, 2006.
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Williams Creek Explorations Limited
(An Exploration Stage Company}

kS ﬂ A - X
b T i g 4;‘"; Consolidated Interim Balance Sheets
q ooy . = r
1 ¥ - -
LA N R L July 31, Janiuary 31,
2006 2006
{(unaudited) {audited)
Assets . ,
Current i [N
Cash and cash equivalents s 107,017 ... -245244
Recetvables - 202,419 . 55845
Tax credits recoverable ’ 114,269 T 114,269
Prepaid expenses : 1,804 T 509
- ‘ 425,509 415,867
Deposit _-' " : ' 3,500 3,500
Mineral pmpernes nnd deferrﬁd explnratmn cnsts ('Note 2) 1,632,300 1,074,941
Furniture and eqmpment BT : . . 1,072 1,245
by . -

$ 2062381 & 1495553

Liabilities nnd Shareholders’ Equlty

Llabﬂnies ’{' N

- ~ b . -
Currenl T ’{“;j’.v' . . LT
Accounts paya'hlc nnd accrued Ilabllltlesj‘ s 27,174 s 17,726
s, ~i - AR
Liability to issue shares (ND!e 2) . ;" 36, 500 -
o 63614 1776
Sharehalders® equity ) . . R .
Share capital (Note 3) 5,635,185 5,155,169
Contributed surp]us (Note 3(d)) } Lo Lo R US41.389 L L. 366,6607
Deficit (4,177,867 {4,044,002)
1,998,707 1477827
- 5 2062381 8§ 1495553
Approved by the Board:

“James E. Mclnnes™

Director -

“Jame$ W.F. Tutton”

Director «




Williams Creek Explorations Limited
{An Exploration Stage Company)

Consolidated Interim Statements of Loss and Deficit

(unsudited)}
Three months ended Juty 31, Six months ended July 31,
2006 2005 2006 2005
Expenses
Administrative i
Accounting and audit foos $ 10534 3 3049 % NEEC. R 4,123
Advertising and promotion 3,386 - 3,386 B
Amartization e 87 120 17 241
. Consulting - - 2,000 10,000 4,000
Filing end transfer agent fees 11,859 BTN 13,853 12,7179
Legal fees \ 7,78 4,742 14,327 71751
Cffice . 2331 2,348 2,709 2,402
Rent - 306 - 600
Trn.val 31,840 - 3,840 -
. ‘. PRI )
. s (39,752) {21,336) (64372) {31,501}
Otheritems -+ .- .
Stock eption compensation " {76,012) - (76,012) -
Foreign exchange gain (loss) 433 (3.558) {855) {1,885)
Interest income 2318 1,19 7,34 2,295
(73,261} (2,368) (69,493) 410
Net lass for the period (113,013) 23,704) (33,65 (31,491)
Deficit, beginning of period (4,064,854) {3,785,235) (4,044.002) (3,777,448)
s
Deficit, end of period S (4177867 § (3,808,939 § (4.177.867) % (3,808.939)
Loss per share ~ basic and diluted s ©01) $ (0.00) § ©.01) § (0.00).
Weiﬂ_lud average l'll‘r!l onlst;ndlns 16,440,728 ) 12,500,723 16,221,301 EZ,&OO,TE

Sy



‘Williams Creek Explorations Limited

{An Exploration Stage Company)

Consolidated Interim Statements of Cash Flows
_ (unaudited)

Six tonthi hded July 31,

Three months ended July 31,
1006 2003 2006 20035
Cash provided by (used in)
Operating acthvities
Net loss for the period - {11303 § (23,704) 5 - (133,865)- 5" ".  (31,491)
ltems not involving cash e i . . e, .
Amortization i 87 120 AT w241
Foreign exchange loss . ] 3,558 . B55 . 1,885
Stock-based compensation 76,012 - 76,012, .-
G347 {20026) (s6315) U 9365
Chenges in non-cash working capital . .
‘balances I . - -
Receivables t(172,183) ¢ (559) - {146,574} N (7))
Prepaid expenscs : 4,096 2,785 (1,295} 1.134-
Accounts payable and accrued liabitities 4,542 (3,107) 9,448 :i7 (4,312)
(200,862) @5907)_ (195246) (33914}
Investing activity ) TR e e
Minerl properties and deferred - P -
exploration costs (145.900) (9,993) " (520859 T (10,183)
Finrncing sctivity
Proceeds on issusnce of commen shares, .
net of issue costs - - 578,733 - -
Decrease in cash ll'l-d cash . : o
equivalents (46,762) {35,900} (137._371) (:44!091)
Effect of foreign'exchange on cash - o '
and cash equivaleats 433 (3.558) (853) " (1,885)
Cash and cash equivalents, beginning of ) EIRRTRN
period 453,346 256,408 24544 272,932
Cash and cash equivalents, end of period 107,017 § 226950 3 107,017 87 ' 226950
Supplemental Disclosure of Cash Flow Information
Non-cash investing ;nd financing activity - -
Issue of common shares for mineral property payment 1 - 3 .

No cash was paid En the period for interest or income taxes




Williams Creek Explorations Limited
(An Exploration Stage Company)
Notes to Consolidated Interim Financial Statementy

e e (unaudited)
July 31, 2006
1. Significant Accounting Policies
Basls of Presentstion

All figures as a1 and for the periods ended July 31, 2006 and 2005 are unaudited.

The interim financial statements included herein, presented in accordance with generally eccepted accounting
principles in Canada for interim financial statements and stated in Canadian dollars, have been prepared by the
Company, without audit, Certain information and footnote disclosures normally included in financial statements
prepared in accordance with generally aceepted accounting principles have been condensed or omitted pursuant to
such rules and regulations, although the Company believes that the disclosures are adequate to make the information
presented not misteading.

The statemnents reflect all adjustments, consisting of normal recurring adjustments, which, in the opinion of
management, arc necessary for the fair presentation of the information contained therein. These interim financial
sitements should be read in conjunction with the consolidated financial for the year ended Jemary 31,
2006 and notes thereto included in the Company's Arnual Report. The Company follows the same accounting

principles in the preparation of interim reports.

Results of operntions and mineral exploration activity for interim periods may not be indicative of annual resulis.

2. | Mineral Properties and Deferred Exploration Costs
Merit/ Carlboo/ Total Total
Brookmere Kamtoops Northwest July 31, January 31,
BC BC Territories - 2006 2006
Mintral propertics, at cost
Balsnce, beginning of period  § - 5 499547 S 36075 S 85021 § 59,386
Additions 37344 - - 37,344 26,636
Balance, end of period 37344 49,547 36075 123,366 86,022
Deferred Exploration Costs
Balance, beginning of period - 711,794 267,125 988,919 516,194
Costs incurred during the period
Asyay - 85,008 . 85,008 90,880
Drilling - 329,388 63,558 394,946 429,541
Geochemical - - 1,139 1,139 -
Geology 1,000 3954 - 6,954 12,355
Geophysical costs - - 975 975 26416
Lease payments . - - 6,544 6,544 . 6,662
TLegalfeass - e o o - 286 . 186 -
Management fecs . - 11,539 11,63% -
Supplies - 1,516 32 1,748 1.197
Tax assessments - 881 - 881 803
Travel 417 9,478 - 9,895 21,048
Mining exploration tax credit - - - - (116,677)
1,417 432,511 86,087 520,015 472125
Balance, end of period 1417 1,154,305 3 12 1 934 988,913

Towl .. by 38,761 1,204,282 % 389,187 § 1,632300 % 1,074 941




. Witliams Creek Explorations Limited
! {An Exploration Stage Company)
. Notes to Consolidated Interim Financial Statements

. (unaudited)
July 31, 2006 .
2. Mineral Properties and Deferred Exploration Costs - Continued L IS

During the six months ended Iuly 31, 2006, the Company pleted an option agr with Almaden Minerals Ltd.

{“Almaden”) to acquirc 8 60% interest in thc Merit and Brookmese properties in the Spences Bridge Area of British Cotumbia by
incurring exploration expenditares of $4,000,000 and issuing 1,000,000 shares of the Company 10 Atmaden over four vears. At
July 31, 2006, the Company had to issuc 100,000 shares to Almaden & required under the option agreement.

3 Share Capitsl
Shares Amount
Authorized
Unlimited number of common shares without par value
Issued .
Balance, February 1, 2006 L 14,944,850 8§ 5,155,169
Essued during the peried s
For cash through private placements, net of issue costs 1,300,000 516,316
For cash through the exercise of wamrants 33333 14,417
For cash through the exerise of stock options . 160,000 48,000
Contributed surplus on exercise of stock options - T - 25,600
Fair value of warrents issued (Note 3(c)) - 2,683
Cancelled during the period i : :, . Lot
Lapsed escrow shares - . (13,500) -
Balanice, July 31, 2006 oL 16429723 § 8762183

a} During the six months ended July 31, 2606, the Company comple!.ed two private placements,

(i) 300,000 units were issued at $0.38 per unit for gross proceeds of $114,000, with each unit
consisting of one share and one non-transferable share p isahle at 50.50 until
expiry in February 20067. The fair value of the wammts issued as part of the pnvate placement of
$27,000 was allocated to contributed surplus (Nou: 3(d)). Cosls lelaung w t.h:s private placement
totaled $711.

{ii} 1,000,000 units were issued a 50.41 per unit for gross proceeds of 5410000 with each unit
consisting of one share and one non-transferable share purchase warrarit exercisable at $0.51 until
expiry in March 2007. The fair value of the warrants issued as part of the private placement of
$100,000 was allocated to contributed surptus (Note 3(d)). Costs relating to this private placement
totaled $6,973.




L e Williams Creek Explorations Limited
R (An Exploration Stage Company)

+ . Notes to Consolidated Interim Financial Statements
. . (unaudited)
July 31, 2006
3 Share Capital - Continued Tue
b)  Stock Options . -
: The Company has edopted 2 “rolling” stock option plan, puriuant to'the policies of the TSX
Venture Exchange. ’ ! T
A summary of stock option activities for the six months ended July 31, 2006 is as follows:
lweighr.ed Average
Number Exercise Price
- - Outstanding st February t, 2006 1,210,000 £0.30
Granted 550,000 0.34
Exercised {160,000) 0.30
Outstanding st Suly 31, 2006 ' 1,600,000 $0.31

During the six months ended July 31, 2006, the Company granted 250,000 stock options with an

excicise price of $0.34 (o directors and employees expiring on June S, 2008. The fair value of the

options was $0.28 per share based on the Black-Scholes option pricing model using the following
e« .- .weighted average assumptions noted below:

saad .ot . Riskefree interestrate - 412%
Dividend yield Nit%
Volatility factor of the expected market price of
- - the Company’s comman share . 91.9%
.- Weighted average expected life of the opth th 24

" These options were fully vested and exercisable.

During the six months ended July 31, 2006, the Company granted 300,000 stock options with an
. exercise price of $0.34 to a Consultant performing investor relations activities expiring on June 5,
; 2007. The fair value of the dption was $0.12 per share based on the Black-Scholes option pricing
. maodel using the following weighted average assumptions noted below:

. Rigk-free interest rae 412%
Dividend yicld Nil%

* Valatility factor of the expected markes price of
the Company’s common sharc 94.3%

Weighted average expected life of the options {manths) 12
These options vest equally over 12 months.

For the six months ended July 31, 2006, the compensation expense for stock options granted totaled
$76,012 which comprises stock option compensation and has been credited to contributed surplus,



Williams Creek Explorations Limited

. (An Exploration Stage Company)}
- Notes to Consolidated Interim Financial Statements

- . oo ‘- (unaudited)

July 31, 2006 . . . ’ P

i Share Capita - Continued R

) Wamants !
- oo . ‘ . o

A summary of warrant activities for the six mnnr.l}'s ended July 31, Zoﬂﬁ'is as f(_)ilu:w::‘

1 Ce. w -

“Weighted Average

Number Exgrcise Price

Quistanding at February [, 2 .- R & .75 ' L S % 11
Grened . . ' ST 300000 < T ¢ 081
Exercised . TR« %k M 037
Ouistanding 81 July 31,2006« ~ . wee. . L o o 36ISEM L 5041

All share purchase warrants outstanding at July 31, 2006 were fully vested and exercisable.

The fair value of the 300,000 warrants issued on February 1, 2006 was estimated as $27,000 (see
Note 3{a}} using the Black-Scholes option pricing model basad an the following weightéd average
assumplions: risk free interest rate of 3.95%; expocted life of 1 year; dividend rate of 0%; and
volatility of 98%. o e T e .

The fair value of the 1,000,000 warrants issued-on March 6, 2006 was estimated as $100,000 (see
Note 3(a)} using the Black-Scholes option pricing model based on the following weighted average
.assumptions: ¢ risk free interest rate of 3.95%; ‘expected life 'of 1 yesk; dividend Tate’ of 0%; and

valatility of 98%.. . -

d) Contributed Surplus  * . T e T

i
Balance, February 1, 2006 3 366,660
Stock-hased compensation on grant of options - . (il 165,012
Fair vatue of warrents granted during the period .- - L300 127,000
Exercise of warmants B R X (£}
. Exercise of stock options ™ . ) i oL (25,600}
. Dalance, July 31, 2006 : T o s saiame

4. Related Party Trensactions

During.the six months ended July 31, 2006, the Company paid $47,475 to a director for consulting and
supervision of the drill program on the Kamloops property, A




MANAGEMENT S DISCUSSION & ANALYSIS'

R

The following discussion and ‘enalysis is management’s assessment of the results and financial condition of

Wiltiams . Creek, Explorations Limited {the “Company” or “Williams Creek™) and should be tead in
conjunction with the avdited financial statements for the year ended January 31, 2006 and related notes
contained therein. The date of this management’s discussion and analysis is September 28, 2006,
Additional information on the Company is available on SEDAR at www.sedar.com.

Business of Williams Creek

Williams Creek is an cxploranon stege oompany engaged in the acqmstl:on exp[omnon and development
of mineral properties with a primary focus in British Columbia. The Company owns twenty-eight crown
granted mineral claims in the Caribou Mining Division and three crown granwd mineral claims in the
Kmn!oops Mmmg Division. The Company has an opticn to eam a 60% interest in the Merit and Brookmete
propertics in the Spences Bndgc area of British Columbia. The Company also has a net 37.5% interest in
the _ATW diamond property in the MchenzIE‘Mu'lmg District of the Northwest Territories.

Risks - - =~ -

Williams Creek is engaged in r.he explorztion of mineral properties, an inherently risky business. There is

" mo assurance that a mineral deposit will ever be discovered and economically produced. Most exploration

projects do not result in the discovery of commercially mineable ore deposits. Also, the price of gold is
aﬁ'ected by numerous factors beyond the control ufr.he Company and has been volatile over shom periods

" availablé i the Company are the sale ofequuy cu.plml or the offering ‘of an interest in it projects to another

e o .o . . PO

Exglonlinn grujxls . et

Kamlnnps gold project, Briush Columb:a .
The Company has completed an agreement with a relative of Francis P. Newcome, Dwea.sud end has
perfected title to the three Crowit-granted mineral claims, Twe diamond drill holes have been completed on

. the Cumpamy s 100% owned crown grants, located in the Afton mine area, British Columbia. The drill

program was designed to target deep high grade mineralization similar to that identified by New Geld
Corp. (“New Gold"), which has identified a Measured and Indicated Resource of 68,7 Million Tonnes |
grading 1.08% copper and 0.85 g/t gold underneath the Afton pit. The Company’s crown grants are located
within the area controlled by New Gold, immediately sauLh of the ARon pit and'north of the smaller
Pothook pit.

A gwphystcal work program consisting of natural and controlled source aud:o ﬁ'equency magnetotellurics
(“NSAMT” and “CSAMT") surveys has been completed. This type of survey is a high resolution
electromagnetic sounding technique that in the case of NSAMT utilizes magnetotelluric signals that are
produced naturally by electrical currents that exist within the earth. CSAMT uses an anificial signal source
that enables measurement when natural sources are weak. Both techniques enable the resolution of geologic

“features 1o greater. depths than other geophysical techniques, often over two kilometers depth and have

been used effectively wortdwide in mineral explorauon since the 1970’s,

The work program identified a strong conductlv:ty anomaly underneath the cam;mny's property. This
anomaly, which has been traced to 700 ‘meters beneath the surface, is interpreted to represent

“concentrations of sulphide minerals in the subsurface. At the adjacem New Gold' ' property the orebody

consists of sulphide-rich copper gold mineralisation.

Diamond drilling on the Pothook property commenced in late August 2005 and was completed in
December of the same year, The drilling was designed 10 test the conductivity anomalies identified by the
2005 geophysical survey. Five NQ holes totalling 2231m were completed. The table below summarizes
significant mineralized intervals.




Hole ~ From | ' To Interval (m) | Cu ~ % | Au grams/tonne
(weighted | (weighted .
average) | average) | -,

DH-2005-1 [ 11060 112.63 203 0.049 . 033

DH-2005-1 ;  144.59 1488 [ 421 0.250 0.12

DH:2005-1 | 17280 | 19555 2.75 0.180 022

imelading: | 17375 | 17675 300| 0355 T Toas

DH-2005-2 | 21568 | 22098 s3] 0119 015

DH-20054 | 266.19 |  273.63 "6.94 oaaa |- o20]-

DH-2005-5 | 18540 189.60 Ca20|  oa7s| 0,58

DH-2005-5 | 29115 | 293.88 a3 | 0230 on

On March 16, 2006 the Company announced that it has agreed with New Gold Inc. ("New Gold™) to
conduct & joint diamend drill program |long the western boundaiy of the company’s 100% owned crown
grants and New Gold's claim holdings in the past-producing Afton mine ares, British Columbia. The
program has been designed to test the depth extent of a geophysical nnomn!y identified by a survey, carried
out in 2005.

The highest gold assays were 0.8m with 1.52 g/t Au (DH-2005-1; 184.25-185.05m), 0.56m with 1.50 g
An (DH-2005-1; 56.40-56.96m) &nd 0.50m with 1.14 pit Au (DH-2005-2; 188.35-188.85m). The highest
copper analyses were 0.40m with 0.905 % Cu (DH-2005-2; 215.68-216.08m), 0.45m with 0,599 % Cu
(DH-2005-1; 175.80-176,25m) and 0.68m with 0.576% Cu (DH-2005-1; 68.43-69.03m). The highest silver
anatyses were 1.28m with 36.1 g/t Ag (DH-2005-2; 364.42-365.70m) and 1.73m ltpom:ng |0.3 g/t Ag
{DH-2005-2; 402.38-404.11m). .

Copper mineralization occurs in three modes; native copper in association with specular hematite
stockworks, chalcopyrite in coarse magnetite-apatite veins and cha.h:opynte stringers and veins in pou.sslc
altered diorite.

2006: Five NQ diemond drill holes were sited to test thc depth extent of the geophysical anomalies
identifted in 2005. The total depth of the five holes was 6,279.98m. Three of the holes (DH-2006-2, DH-
2006-3 and DH-2006-4, totalling 2,446.55m depth) made up a joint drill program with New Gold ine.
along the western boundary of WCX's crown grants and New Gold's claim holdings ndjncent to the pasi-
producing Pothook Pit. The drilling commenced in March 2006 and was c.omple:ed in May Thu ublc
below summarizes significant mineralized intervals.

Hole From To Interval(m) [Cu % .| Av gramsfionne | .
(weighted | (weighted
average) | average)

DH-2006-1 192.3% 194.96 2.58 0.140 . 010
DH-2006-1 447.40 450.17 277 0.090 0.09
DH-2006-2 86.25 96.81 “10.56 0.030 .05 )
DH-2006-2 107.60 | 14112 33.52 0.060 0.17

including: 119.55 124.93 538 0.100 0.40




Clrsurs| wzas| 275 0070 | 0.40
DH20062 | 36464 [ 3712 6.56 one| . 006
DH20062 | 40778 | 42526 1748 ] o050 0.1
DH-2006-2 | 55845 |  560.90 245 0210 008
DH2006-3 | 11206 11490 284|013 022
DH20063 | 11625 | 12035 410 0200 0.84
including: | 119.00 | 12035 135 © 0446 - 241
DH2006-3 | 20010 | 202.89 279 0.180 0.2
DH-20063 |  507.65 | 51598 | 833 040 0.19
DH-20063 | 52805 53081|  276| - o.a00 023

. DH2006:3 [ . 70773 | . M43 . 970 0.100 0.09
" DH20064 | 11955 | 12610 | T 6ss 0.140 042
DH-20064 | 15646 leodz| - 396 ore| o4

, DH20064 | 18700, 19370 | 6.60 ene| 7 Too?

"% DH-30og |- 53631 | 3 RRE 0299 024
T UDHI0064 | 64228 | 6a367( 139 0.119 0.24
DH-20064 | 82910 | 838.63 9.53 0190 f* - o1l

including: | '229.10 | 830.34 124 0545 - 038
DH2006-S |  480.85 | 485.09 424 0260 0.
DH-2006-5°| ** 70974 |- 71385 | © .- 411 02| 0.08

The highest gold assays were 1.35m with 2.41 g/t Au (DH-2006-3; 119.0-120.35m), 1.31m with 1.175 gh
Au (DH-2006-3;.317.80-319.11tn) and 1.02m with 0.870 g/t Au (DH-2006-4; 691.75.692.77m). The
highest copper analyses were 1.24 m with 0.545% Cu (DH-2006-4; §29.10-330.34m), 1.35m with 0.446%
Cu (DH-2006-3; 119.0-120.35m) and 1.40m with 0.439% Cu (DH-2006-5; 712,45-713.85m). The highest
silver analyses were 1.49m reperting 38.3 gt Ag (DH-2006-2; 320.51-322.0m), 1.93m with 24.3 g/t Ag
(DH-2006-2; 510.91-512.84m) and 1.40 m with 20.1 g/t Ag (DH-2006-2; 330.34-331.74m).

Preliminary compilations suggest 1hat céppcr mineralization, with or without accompanying gold, is not
consistently coincident with the conductivity anomalies, and can occur above, within or below them,

A quality éontrod program was put in place which included the insertion of hlanks, standards and field
duplicates into the sample stream. Analyses were carried out by ALS Chemex Labs of North Vancouver
and Acme Analytical Labs of Vancouver, Vin Campbell, Ph.D., P.Geo is the qualified person, under the
meaning of National Instrument 43-101, supervising the 2005 and 2006 drill programs on the project.

Westport gold project, British Columbia -

In 2003, the Company completed a diamond drilling program to follow up results of the 2003 program.
The program consisted of six diamond drill holes totalling 1460 meters. The company is extremely
encouraged by the compiled results which included 38.58 meters of 2.6 grams per tonne (g/t) gold in hole
DDH-05-01, This intersection included a'quartz vein which retumned 86.8 g/t gold (2.33 ounces per ton)
over 0.64 meters. AN but one of the holes (DDH-05-5) intersected significant values over broad widths. A




ground geochemical survey and s diamond drilling progrnm is planned for the field season of 2006 to
follow-up these results. L - . .

The Westport project consists of 28 crown grantsd claims wholly owned by the company since their
purchase in 1946. The claims straddle two of the most productive allivial gold streams of the Barkerville
gold camp, Williams Creek and Stouts Gulch, The company's holdings also include the Black Jack claim
where some of the earliest lode gold mining was carried out in the Provinee of British Columbia. The
property directty adjoins that of International Wayside Gold Mines Ltd. (Wayside) who snnounced in 2000
the discovery of high-grade gold Bonanza Ledge deposit hosted in a new geodogic setting ‘from that of
previously recognized to host gold mineralization in the area.

The 2005 drilling was designed to follow-up the company’s 2003 drill program which tested for Bonanza
Ledge style mineralization and geophysical anomalies that were generated by an induced polarization (1P}
geophysics program, alse carried out by the company in 2003. All five drill holes drilled in 2003
encountered significant amounts of pyrite, confirming the source of the geophysical ancmalies and
included a 1.2 meter interval that retumed 4,56 ounces per ton gold (156.4 grams per tonne). The drilling to
date has allowed for s betisr undersiending of the strmtigraphy and the diswibution of alteration and
mineralization within the geologic units. The 2005 drilling intersected significant gold mineralization, zs
evidenced by the 38.58 meters in hole DDH-05-01 that averaged 2.60 g/t gold. These intersections are not
considered to represent Bonanza Ledge-style gold mineralization, which has not been identifi ed‘in the
drilling to date, although alteration thought to be representative of this style of mineralization, was noted in
the core from the 2005 drilling. The data will be further examined by the management and the geologic
team 1o better understand the setting of the mineralization intersectad in order to design a program to follow
up the exciting gold intersections encountered in the 2005 drilling, and further test for Bonanza l..edgc-styie
mineralization. - I

A quality control program was put in place which included the insertion of blanks, standards and field
duplicates into the sample stream, Analyses were caitied out by ALS Chemex Labs of North Vancouver
and Acme Analytical Labs of Vancouver. Vin Campbell, Ph.D., P.Geo is the qualified petson, under the
meaning of Nationa) Instrument 43-101, supervising the 2003 and 2005 drill programs on the project,

Merit and Brookmere gold-snlver properties, British Columbla
The Company completed an option agrecment with Almaden Minerals Ltd. (“Almaden”) to lcqum-. [ 60%
interest in the Merit and Brookmere properties in the Sperices Bridge area of British Columbia by incurring
explomation expenditures of $4,000,000 and issuing 1,000,000 shares of the Company to Aimaden over four
years,

The Merit project was identified and siaked by Almaden (TSX: AMM), During the field seasons of 2004
and 2005 an initial property evaluation of the Meril Property was carried out by Almaden. The program
included prospecting and reconnai rock sampling, grid soil geochemistry (1,182 samples taken),
geological mapping md hand trenching on two of the three mineral zones identified to date. Highlights of
this work include average gold analyses of 965 ppb (0.97 g/) from all- 113 reconnai rock ples,
with values up to 7.9 g/t gold, and three connguous channel samples which average 7.2 g/t gold across a 1. 3
meter true width section of outcropping quantz veining and altered bost rock exposed by trenching in the
main (Sullivan Ridge) zone. A program of infill grid seil sampling is currently (fall, 2006) in progress. « .,

The 17,114 hectare Brookmere project was also identified and staked by Almaden. This project covers an
area of multiclement stream sediment anomalies. A geochemical silt sampling survey is curmmly in
progress (sununer and fall, 2006).

ATW diamond project, Northwest Territories

Work conducted over the past several field seasons has identified the source area of the diamond indicator
mineral train. A bathymetric survey of the area of interest was complcwd in 2005 in order to better define
sites for dtamond drill program. A sonic drilling program was initiated in March, 2006 to berter define the
indicator mineral train prior to diamond drilling, This sonic drill program on the MacKay Lake diamond
prospect in the Northwest Territories was been cancelled due to paor ice conditions and the premature
closing of the ice road. The drill was mobilized to the site along the winter road connecting Yellowknife to
the Diavik and Ekati minesites on March 17 and drilling started shortly thereafter. Eight drill holes have




M - X,

been completed samp]mg the lake bettom sediments on the west edge of the drill grid. The winter road was
officially closed on March 21, two to three weeks ahead of schedule; due to extremely warm temperatures, - T
The option to continue the program and airlifi the drill from the Diavik minesite to Yellowknife was :
investigated and Tejected as the driller reported ice thicknesses in the drill area approaching critical levels. '

The Company plans 1o review the results of the work completed from this limited program inorder to

better plan a program for the winter of 2007, when the winter road is anticipated to be apen once again,
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Results of operations X PR ‘ i

The Company’s operations du:mg the lh::e mcmths ended July 31, 2006 pmduced 4 net loss of Sl 13,013
($0.01 per share) as compm'ed to a net loss of $23,704 ($0.00 per sh.ale) for the three months ended July 3, .
2005 The mcrease in net loss is pnmanly duzto the nun-cash expcnse of stuck npnun compensatlon T .
The Company's operations dunng the six months ended Iuly 31 2006 produced 2 net ]oss of $133, 865 ..
($0.01 per sha.rc) as compared 1o a-net loss of $31,491 ($0.00 per share} for the six months ended- July 31, " e
2005. The increase in net loss is primarily due to an increase in administrative expenses and the non-cash
expense of stock option compensation, Accounnng and audn, consulting, legal and filing and’ tmnsfer
agent fees n!l increased due to an overall mcrcase in activity in the Company Advenisihg and prumolmn
and' travél i d due to the engag t of a Consulrant to pcrfom investor relmmns actmucs No -
general expluratlon was undcm.ken in the perl o

Liguidity nnd capital resources .
At July 31, 2006, the Company had work.mg capltal of $398 335 as compared to 3398 Ml at January 31,

2006, the Company's most.recent financial year-end. The Company had cash and cash equivalents of
$107,017at Juby 31, 2006 a5 compared to $245,244 at January 31, 2006. The Compa.ny expects its level of *
cash resources fo be suﬂ' Cient t0'mest its workmg capnal and mineral exploration requirements for the next .
year, = .

Cash used in operating activities during the three moriths ended July 31, 2006 was $200,862- compared to
$25,907:during the three months ended -July 31, 2005. - This increase is primarily.due to an-accounts °

receivable for the recovery of explomtmn activities undertaken on.behalf of a third party. - Cash used for

investing activities during the three rnomhs ended July 31, 2006 increased as compared to the three months

ended July 31, 2005 due to the drill program undertaken on the Kamloops gotd project There was nn cash B
ﬂow from ﬁnancmg activities dunng thc three months ended July 31, 2006 - .

Cash used in upemlmg activities; dunng thc six momhs ended July 31, 2006 was $195, 246 compa.md o

$33,914 during the six months ended July 31, 2005. Cash used for investing activities during ‘the six Ce T
months énded July 31, 2006 increased as compared to the six months ended July 31, 2005 due to the drill T
program undertaken on thé Kamloops gold project.” Cash flows [from financing activities during' the six ~ ~

months ended July 31, 2006 was $578,733. This source of cash'is from the issuance o6f common shares = :

pursuant to private placements ($516,316 net of share j 1ssue costs} and on the exen::se ‘of warmnts ‘and stock

opuom ($14,417 and 548,000, mpectwely) o " -~

Cr ica} accounting estimates . o . ' L
See the Summary of Significant Ar.coummg-pohmes in Lhc January 31, 2006 ﬁnancml statements for
dlsclosure of accounting estlmaies P BN N .

Ly -




The Company capitalizes all costs relating to the acquisition, exploration and development of its mineral
properties. Should commereial production commence, these cost will be amortized. When a property is
abandoned or when there is indication of impairment, all relsted costs are charged to operations.

The Company compares the carrying value of its property, plant and equipment to estimated net
recoverable amounts. Should the assets’ carrying value exceed their estimated recoverable amount, ail
amounts related to the impairment are charged to operations. -

The Company's financial assets and liabilities are cash and cash equivalents, receivables, tax credits
recoverable and accounts payable and accrued liabilities. The fair values of these financial instruments are
estimated to be their carrying values due to their short-term natare,

CICA Handbook section 3870 Stock-Based Compensation and Other Stock-Based Payments establishes
standards for the recognition, t and disclosure of stock-based compensation and other stock-
based payments made in exchange for goods and services. Compensation expense is determined using
Black-Scholes Option Pricing Model based on estimated fair values of all stock-based awards at the date of
grunt and is expensed to operations over each award's vesting period.

The Black-Scholes Option Pricing Model utilizes subjective assumptions such as expected stock price
volatility and expected life of the option. Changes in these input assumptions can significanily affect the
fair value estimate,

Off-balancg sheet !- rrangements Lo
The Company has no off-balance sheet arrangements. B

Chanpes in accoun!hng principles
There were no changes in moummg principles that affected the Company during the pmod

Qutstanding ;I\are data’ '

The Company is authorized to issue an wnlimited number of common shares without par value. As at
Sepl:mber 28, 2006, there were 16,429,723 outstanding common shares, At July 31, 2006, the Company
bad to issue 100,000 shares under a property option agreemett.

The Cnmpany completed two private placements during the six months ended July 31, 2006. 300,000 units
were issued at a price of $0.38 per unit for gross proceeds of $114,000. Each unit consists of one common
share and one share purchase wamant with a one year tern, exercisable at o price of $0.50. - A further
1,000,000 units were issued a1 a price of $0.41 per unit for gross proceeds of $410,000. Each unit consists
of one common share and one share purchase warrant with a one year tern, exercisable at n price of $0.51,

Directors, oﬁi.cem and employees are granted options to purchase common shares under the Company’s
‘rolling” stock option plan. This plan and its terms are disclosed in Note 6(d) to the audited financial
siaternents for the year ended January 31, 2005,

During the six months ended July 31, 2006, the Company granted stock options to directors and employees
to acquire up to 259,000 common shares over a two year period at a price of $0.34 per share, being the
Discounted Market Price. Also, the Company entered into an Investor Relations Agreement with Mr. Paul
Allard. Mr. Allard was granted a stack option to acquire up to 300,000 common shares over & one year
period st a price of $0.34 per shzre, being the Discounted Market Price and a wtal of $30,000 at a rate of
§5,000 per month during the term of the Agreement, plus reimbursement for pre-authorized expenses and
payment at a rate of $800 per day for pre-authorized services not covered in the Agreement.

Related pa rty transactiony
During the six months ended July 31, 2006, the Company paid $47,475 to a director for consultmg and
supervision of the drill program on the Kamloops property.




